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Highlights of 1974 Net sales . $126,783,000 

Earnings before taxes . 8,405,000 

Net earnings . 4,625,000 

Stockholders' equity — end of year . . . 46,352,000 

Average shares outstanding . 2,102,076 

Per common share: 

Net earnings: 

First quarter . $.56 

Second quarter . .62 

Third quarter . .34 

Fourth quarter . .63 

Total for year . $2.15 

Dividends paid . .80 

Stockholders'equity . 21.09 

Number of stockholders . 4,400 

Number of employees . 2,400 


1973 

$122,863,000 

8,214,000 

4,360,000 

44,760,000 

2,120,191 


$.44 

.54 

.32 

.66 

$1.96 

.80 

19.75 

4,300 

2,500 


To our stockholders 


(Cover) In November 1974, Crompton 
& Knowles' Davis-Standard Division 
was awarded a Starto add to its "E" for 
Excellence in Exporting flag received 
from the Commerce Department in 
1970. The Star award is a distinguished 
honor since less than 10% of "E" 
award recipients have received a Star 
for continued excellence. 


In 1974, continued improvements in operations and sharp growth of 
the company's international business enabled Crompton & Knowles 
to achieve sales and earnings increases forthethird consecutive year. 

Per share profits amounted to $2.15, a 10% rise over 1973. Sales rose 
to a record $126,783,000, a 3% rise over the previous year. The 
improvement in the company's 1974 performance was achieved in 
the face of sharply rising raw material costs, two prolonged strikes 
and a deep fourth quarter recession in the textile industry, one of 
Crompton & Knowles' principal markets. 

As a result of intensive review of machinery parts inventories 
throughout the year, it was decided to reduce the value of slower 
moving elements of these inventories to a more conservative level. 
Approximately $700,000 in excess of previously planned provisions 
was set aside for these purposes. Asa result, net profits were reduced 
by approximately $350,000, while earnings per share were reduced 
by 17 cents. 

Per share earnings in 1974 were aided by reduced dividend payments 
on the company's preferred stock. The reduction resulted from the 
redemption of nearly $4 million of preferred stock in 1973 and 1974. 

During 1974, the company's principal objectives were to intensify its 
product development program, continue improving its operating 
efficiency and expand its international operations. Although hand¬ 
icapped by an uncertain economy, management believes that these 
goals were largely accomplished. 

A highlight of the year was the substantial growth of the company's 
international business. Foreign and export sales rose to $34,600,000, 
a $10,300,000, or 42% rise over the previous year. Earnings from this 
phase of the company's operations showed a satisfactory improve¬ 
ment. During the year, the company expanded its marketing program 
abroad and achieved better utilization of its foreign plants. 
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Crompton & Knowles is structured and managed as a 
growth company, with a major portion of its annual net 
earnings therefore retained for investment in the com¬ 
pany's future. At the same time Crompton & Knowles has 
a long established practice of steady and substantial 
annual dividends to stockholders. The Board of Directors 
has indicated it will continue this dividend practice and 
consider further dividend action if profits improve again 
in 1975. 

Following are other highlights of the company's opera¬ 
tions in 1974: 

Specialty Chemicals 

The specialty chemicals group again increased its sales 
and earnings due primarily to strengthening and broaden¬ 
ing of its marketing operations and some firming of 
prices. The improvement was achieved despite a number 
of market problems in the textile industry, including a shift 
toward lighter shade fabrics that require less dyestuffs. 
During the fourth quarter, extensive inventory reduction 
programs in the textile industry together with lower 
consumer demand significantly reduced dyestuffs sales. 
We expect that these inventory liquidation programs will 
be essentially completed in the first quarter of 1975 and 
consumer demand will accelerate in the second half of the 
year. 

During the year Crompton & Knowles was one of nine 
dyestuffs manufacturers cited for alleged violations of the 
Federal antitrust laws. For more information on this 
subject, refer to Note 12 of the financial statements on 
page 18 of this report. 

Machinery 

Sales and earnings for the machinery and automotive 
components operations showed modest improvement in 
1974. An outstanding performance by our plastics 
machinery group was partially offset by the results in both 
textile machinery and automotive components. These 
results reflected depressed conditions in the textile weav¬ 
ing and automotive markets as well as the effects of a 
two-month strike at our largest machinery facility. 
Machinery backlogs were $21.9 million at the end of 1974, 
$5 million less than at the end of 1973 but the second 
highest in the past five years. 

Product Development 

Continuing its sustained commitment to product de¬ 
velopment, in 1974 the company spent $3 million for 
research and development in specialty chemicals and 
machinery in addition to extensive research and de¬ 
velopment output available through licenses and con¬ 
tracts. 

During 1974 the company's expanded chemical research 
center at Gibraltar, Pa. was placed on stream. As a result 
of the expansion, capacity of the center has been tripled. 
The center conducts research and development in dyes 
and chemicals for textiles, paper, leather, food and other 
chemical processes. During the next three years the 
company expects to double the center's research staff. 

The year 1974 marked the development of the first pro¬ 
totype of our new advanced shuttleless multi-color loom, 
now being readied for field testing at several major 
domestic and foreign mills. It is designed to provide 50% 
higher speeds than conventional shuttle looms, reduce 


fiber waste, save floor space and operate at lower noise 
levels. Production runs are scheduled for late 1975. 

The plastics machinery division has developed a greatly 
improved system for wire and cable technology that will 
become commercially available in 1975. An improved 
patented co-extrusion adaptor for sheet processes de¬ 
veloped by the company is now being marketed. 

International Operations 

A major reason forthe increased sales and earnings of the 
company's international operations in 1974 was the out¬ 
standing performance of Althouse Tertre, the company's 
majority-owned dyes and chemicals operation in Bel¬ 
gium. Our chemicals group made important strides in 
opening new markets in South America, Africa and 
Southeast Asia. 

The Machinery Groups increased their export sales, prin¬ 
cipally in Southeast Asia, the Near East and South 
America. Sales to international markets now account for 
almost one-third of the revenues of these groups. 

Crompton & Knowles has a 40-year history of world wide 
marketing of its products. We are firmly convinced that 
growth must continue to be directed towards foreign as 
well as domestic markets. For this reason, the company 
plans to continue strengthening and expanding its inter¬ 
national operations as well as developing product lines 
specifically designed for foreign markets. 

Acquisitions 

At the time this is being written, the company is actively 
engaged in negotiations for an addition to its specialty 
chemicals operations. If successful, this acquisition would 
be an important addition to our present flavor and fra¬ 
grance business, an area in which Crompton & Knowles is 
seeking to expand. We are continuing our efforts to find 
other acquisition opportunities both in specialty chemi¬ 
cals and in industrial components. 

Capital Expenditures 

Our balance sheet expenditures in 1974 for capital im¬ 
provements were $1.4 million. The company's long range 
plans provide for continuing and increasing capital ex¬ 
penditures when we see the opportunity for an attractive 
return on investment. However, we see a reduced level for 
major capital expenditures in 1975, because our present 
plant capacity will permit substantial expansion of pro¬ 
duction as our markets expand. 

Finance 

The most important financial goal of Crompton & 
Knowles is return on common stockholder's equity. In 
1974 the return was 10.8%, the highest in the past five 
years and the third year in a row that it has exceeded 10%. 
Our objective is to significantly improve this measure of 
performance. 

At the present time our long term capital is 71% equity 
and 29% debt. Our target is to increase the long term debt 
ratio, as required, to no more than 40% of total long term 
capital employed in support of our corporate business 
development program. 

Operating Efficiencies 

During 1974 the company continued its programs to 
improve operating efficiency. The organization of our 
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three major operating groups—chemicals, textile and 
plastics machinery—was modified to respond to chang¬ 
ing production and marketing requirements. Over a 
period of years such reorganizations have taken 
Crompton & Knowles from a collection of relatively small 
units operating semi-independently to a cohesive entity 
with three major groups designed to provide the most 
effective response to customer requirements. 

During 1974 the company successfully completed a major 
effort to coordinate purchasing with the aim of increasing 
efficiency and reducing costs. These programs will be 
continued and intensified in 1975. 

Major attention was also given in 1974 to energy conser¬ 
vation, because of greatly increased energy costs. As a 
result, electricity, gas, and oil usage was reduced. The 
average reduction in energy usage was 9%. Efforts in this 
area are being intensified in 1975 for further reduction. 

Outlook 


As a result of the recession's impact on most of the 
industries which it serves, both foreign and domestic, 
Crompton & Knowles faces an austere first quarter in both 
sales and earnings, and only a slightly improved second 
quarter. The second half of the year will require fairly 
rapid expansion of the economy to support a growth in 
sales sufficient to recover the erosion of profitability of the 
first half. For the past three months, your management 
has been engaged in the largest cost reduction campaign 
in C & K's history in an effort to maintain the company's 
economic health. Of all functional areas, only research 
and development has been spared sizable reductions in 
force. By continuing this campaign throughout the year, 
we hope to dull the otherwise harsh prospective impact of 
the recession on our sales and earnings. 



During 1975, sales and earnings should benefit from a 
number of new products placed on the market last year as 
well as from other products that are expected to be 
introduced this year. The company should continue to 
benefit from its international business and from an ex¬ 
pected return of the textile industry to a more normal 
operating rate in the second half of the year. 

Both government and private economists have forecast 
continued uncertainty in 1975. The major points of dis¬ 
agreement involve the depth of the recession and the 
point in time at which it will bottom out. 


February 20,1975 


Frank J. Graziano 
President 
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Specialty Chemicals 

Sales $69,979,000 

Dyes and auxiliary chemicals for textiles of synthet¬ 
ic and natural fibers, paper products and leather 
applications 

Flavors and colors for soft drinks, liqueurs, candies, 
meats, bakery and dairy products and pharmaceu¬ 
ticals; fragrances for perfumes and cosmetics 

Colors for plastics products 

Organic chemicals for dyes, agricultural and indus¬ 
trial uses 

Major facilities located in Georgia, New Jersey, 
North Carolina, Pennsylvania, Belgium and the 
Netherlands 


Specialty Chemicals 

Both sales and earnings of virtually all our specialty 
chemicals businesses increased in 1974, despite a 
number of adverse factors, particularly the decline in 
fourth quarter textile sales which affected our textile dyes 
and chemicals sales. Improved results were recorded by 
our textile dyes, industrial chemicals, plastics colors, and 
flavor and fragrance businesses. 

Dyes and Chemicals 

Overall dyes and chemicals earnings and sales improved 
over 1973. World-wide sales were hampered by a sagging 
textile economy which will likely continue until the second 
half of 1975. As a result, inventories are being reduced by 
retailers and textile mills, softening the market for textile 
dyes and chemicals. Like other suppliers, Crompton & 
Knowles has suffered from higher material and labor 
costs which have not been completely offset by corre¬ 
sponding increases in product price. Sales outside the 
United States in 1974 maintained a high rate of growth, 
with some weakness noted at the end of the year. 

1974 saw Crompton & Knowles begin its own manufac¬ 
ture of disperse dyes for polyester, the fastest growing 
textile fiber, at the Gibraltar plant. Crompton & Knowles is 
now manufacturing three promising new Intrasil® dis¬ 
perse red dyes which are being evaluated in the market. 
Additional disperse colors will be added to the line during 


1975. Several new dyes were added to the patented 
Mu/tiny/® dye range which give Crompton & Knowles the 
most complete color line in the industry for producing 
multicolored effects in nylon carpet. 

Transfer printing of textiles is opening up a new market 
for Crompton & Knowles. A special group of disperse 
dyes marketed under the Intratherm™ trademark pro¬ 
vides the Company with dramatic potential for immediate 
growth. Intratherm dyes sales in 1974 increased consid¬ 
erably over 1973. These dyes have unique properties that 
allow them to be used as a coloring vehicle in inks which 
are printed on special paper and then transferred onto 
polyester knit fabrics by a heat and pressure process. The 
method is superior in many respects to conventional 
textile printing techniques. Crompton & Knowles' re¬ 
search and product application teams are developing a 
constant flow of new products for this exciting field of 
print application. This technique provides greater detail 
for design flexibility, reduces rate of rejects, and gives 
ecological advantages as a dry process. 

Althouse Tertre S.A., the Belgian marketing and manufac¬ 
turing subsidiary, continued to make substantial gains in 
sales which were spearheaded by the growth in the 
proprietary Nylanthrene® line used for dying nylon. 
Althouse Tertre, S.A. also produces pigments for textile 
and paper printing and this area had good growth in 
1974. 


Nylanthrene/Multinyl* dyes manufactured by Crompton & Knowles 5 
are used by the textile industry to dye carpeting. 






The Plastics Color Division of Crompton & Knowles is a source of non-toxic colorants for use in many consumer products. 



A major step to accelerate growth of specialty chemicals 
was taken in the restructuring of the Dyes and Chemicals 
Division. Four Divisions — domestic Dyes and Chemicals, 
Althouse Tertre, S.A., International and Industrial Prod¬ 
ucts Divisions — were consolidated to gain a uniform 
marketing approach for the world-wide business. The 
move will enable Crompton & Knowles to more effec¬ 
tively utilize resources, maximize marketing strengths, 
optimize manufacturing operations, improve our raw 
material base and serve our customers. Despite present 
global currency revaluation problems and market unset¬ 
tlement, overall continued growth is expected. 

Industrial Chemicals 

Orlex Chemicals Corporation, the chemicals marketing 
subsidiary of Crompton & Knowles, increased its sales 
and earnings in 1974. Orlex is an international marketer of 
intermediate chemicals for colorants and pigments, 
pharmaceuticals, plastic additives, agriculture, photo¬ 
graphies and organic synthesis. 

By keying market needs to the availability of inter¬ 
mediates from our own manufacturing plants and 
world-wide suppliers, Orlex is expected to maintain its 
upward sales trend by providing a reliable source of 


intermediates beyond the current inventory adjustment 
period. During 1974 Orlex offices were moved to group 
headquarters to provide for improved coordination of 
activities with other divisions. 

Plastics Colors 

The Plastics Color Division completed expansion of its 
major manufacturing facility in Somerset, New Jersey in 
1974, tripling the plant's capacity. This expansion was 
required by the very significant growth in sales and 
accompanying earnings of the division. It is expected that 
the Somerset expansion, along with current consolida¬ 
tion of facilities throughout the U.S. will give Plastics 
Color greater flexibility in providing color concentrates, 
paste dispersions and dry colors to meet rapidly growing 
demands for plastics colorants. 

Food, Drug and Cosmetic Materials 

Domestic and European sales of food colors, flavors and 
fragrances improved markedly in 1974. Further expan¬ 
sion in these areas is looked for in 1975. Currently negoti¬ 
ations are in progress for acquisition of a flavor and 
fragrance business which would give us a stronger base 
in the U.S. market and greatly increase our world-wide 
capabilities. 
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Machinery and 
Components 

Sales $56,804,000 

Textile machinery for apparel fabrics, homefurnish- 
ings and industrial textiles 

Wire and plastics extrusion systems for insulated 
wire and cable, plastic and rubber products 

Packaging machinery for foods, pharmaceuticals, 
cosmetics, paper and industrial products 

Automotive components for light trucks 

Majorfacilities located in Connecticut, Illinois, Mas¬ 
sachusetts, North and South Carolina, Rhode Island 
and Ontario 


Machinery and Components 

Sales in our machinery and components businesses were 
slightly higher than in the previous year. Operating profits 
showed a considerable increase in spite of depressed 
conditions in two of our major markets — textile and 
automotive. However, the net earnings were lowered by 
the decision to reduce the value of slower moving ele¬ 
ments of our machinery parts inventories to a more 
conservative level, a decision which left net earnings at a 
level approximately 8% ahead of the prior year. 

Textile Machinery 

Sales of our Textile Machinery Group declined slightly 
with earnings also showing a decline as a result of 


unusual inventory write-downs and a falling off of weav¬ 
ing machinery shipments. The preparatory and finishing 
operations continued their steady record of increasing 
sales and earnings. The group's international sales in¬ 
creased 70% over 1973. 

The Weaving Machinery Division was helped by the 
installation of process improvements and cost controls, 
but hampered by a two-month strike at its major plant. 
The division has sharply reduced its overhead to match 
the lower level of present business. 

Starting in the spring, Crompton & Knowles plans to 
begin field testing at a number of major domestic and 
foreign mills a new type of shuttleless loom, using air- 
actuated projectiles as a means of inserting filling yarns to 
form woven fabrics. This loom has a 50% higher produc¬ 
tivity rate than the traditional bobbin and shuttle loom 
that currently accounts for 90% or more of woven fabric 
production in the U.S. It will reduce materially both yarn 
wastage and noise pollution. 

The new C&K loom will be able to weave multi-color, 
light-to-medium weight fabrics for women's dresses, 
men's and women's suits and other apparel from all 
variety of yarns — natural and synthetic. It will produce a 
variety of fabrics, including denim and corduroys. 

Crompton & Knowles plans to install its new loom for field 
testing in a number of leading European mills. Export 
sales of the new loom will mark the first attempt in many 
years by a U.S. manufacturer to capture a portion of the 
European multi-color loom market, which has been 
dominated by European loom manufacturers. 

Another loom is currently being developed for one-color 
fabric. This loom operates on air, using an extremely 


Apparel and home furnishings fabrics, and now terry, plain or patterned, can be produced at nearly twice 
the speeds of conventional looms on new Crompton & Knowles shuttleless looms already being field tested. 
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small, light carrier. It would be able to produce about 25 
yards of cloth per hour, approximatley five times more 
than an average bobbin-and-shuttle loom. Crompton & 
Knowles hopes to introduce this machine to the market 
during the next two to three years. 

Plastics Machinery 

Sales and earnings of the Plastics Machinery Group 
reached all time highs in 1974. Sale of wire and cable 
insulating systems gained most strongly, aided signifi¬ 
cantly by a near term record of export shipments. Sales of 
plastics processing machinery reflected to some extent 
the depressed conditions in the construction and textile 
fiber markets. Year-end order backlogs were slightly 
ahead of the previous year-end level. 

Our license of technology to Nihon Davis-Standard, Ltd., 
C&K's Far Eastern joint venture, was extended for an 
additional 5 years. Royalty income continued strong and 
aided in the record earnings of the group. Hobbs-Williams 
Machinery Ltd., the group's Canadian Subsidiary, re¬ 
ported modestly higher sales and earnings compared 
with 1973. 

Product development activity was most fruitful in 1974. 
The "System 101" extruder introduced in 1973 was suc¬ 
cessfully coupled with a mini-computer in a highly sophis¬ 
ticated digital control system for a proprietary continuous 
vulcanization system marketed by the Davis-Standard 
Division. This unique process is being developed for 
application to a variety of plastic processing systems. 

A special patented coextrusion adaptor was successfully 
developed in 1974 and will be marketed in 1975. Its most 


important feature is the ability to control independently 
the thickness of multiple plastic resin layers via a pro¬ 
prietary valving technique. Coextrusion provides oppor¬ 
tunities for obtaining unique properties not available in 
single layer construction, for significant material savings 
and for recycling of scrap materials. 

A unique vertical extruder was introduced in 1974. This 
machine encompasses the exacting control features of 
the standard Thermatic machines. Its application in mul¬ 
tiple extrusion such as telephone wire insulation systems 
results in savings in investment and floor space. 

The Plastics Machinery Group continues to increase its 
international business. In 1974 Davis-Standard exported 
for the first time to Malaysia and received a major order 
from Iran. These bring to 52 the number of countries with 
whom Davis-Standard has done business in the past five 
years. 


Automotive Components 

Sales and earnings of Crompton & Knowles' automotive 
components business were both significantly reduced in 
1974. Our principal products are axles and steering com¬ 
ponents for the light trucks of a major automobile man¬ 
ufacturer. We are equipped to handle considerably great¬ 
er volume when the demand for light trucks recovers. 


In 1974 the packaging machinery business performed 
better in both sales and earnings from the levels of the 
previous year, and backlogs were higher. 


Packaging Machinery 


Control panel of the new highly sophisticated digital central system for plastics processing. 
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Supplementary 

Financial 

Data 


Sales 

Sales in 1974 by major product classes compared with 1973: 


Specialty chemicals. 

Machinery and components: 

Textile machinery . 

Plastics and packaging machinery 
Automotive components . . . 
Total sales. 


1974 

$ 69,979,000 

25,964,000 

25,025,000 

5,815,000 

$126,783,000 


1973 

$ 66,555,000 

26,391,000 

23,032,000 

6,885,000 

$122,863,000 


The chart on page 10 shows five years' growth of specialty chemicals 
volume to the present level of 55% of total sales. This growth is one 
reflection of the Company's objective of increasing the ratio of consum¬ 
able to capital goods sales. 

Sales of consumable products in 1974 reached a new high, reinforcing 
the Company's independence from fluctuating capital goods cycles: 


Sales of consumable 
products: 

Specialty chemicals 

Machinery repair 
parts, automotive 
components . . 

Total. 

Sales of capital goods: 

Textile, plastics 
and packaging 
machinery . . . 

Total sales . . 


1974 


Amount 

% of 
Total 

$ 69,979,000 


23,376,000 

93,355,000 

74% 

33,428,000 

26% 

$126,783,000 

100% 


1973 


Amount 

% of 
Total 

$ 66,555,000 

«* 

24,380,000 

90,935,000 

74% 

31,928,000 

26% 

$122,863,000 

100% 


Export and foreign sales were $34,640,000 in 1974, 27% of total sales. 
Comparable figures in 1973 were $24,323,000 and 20%. 
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Earnings 

Net earnings from specialty chemicals operations were $3,675,000 in 
1974 compared with $3,482,000 in 1973. Machinery operations in 1974 
earned $950,000 compared with $878,000 in 1973. 

Balance Sheet 

Working capital at December 28, 1974 totaled $39,813,000 and the 
working capital ratio was 2.7. Equity of holders of common stock 
increased to $44,352,000 at December 28, 1974 from $41,760,000 at the 
end of the preceding year. 

Long-term capital employed at the end of 1974 was $65,030,000 consist¬ 
ing of 71% stockholders' equity and 29% long-term debt. 

Backlog 

Backlog of customers' orders for new machinery and truck components 
at December 28,1974 totaled $21.9 million, compared with $26.9 million 
at the end of 1973. 

Orders for specialty chemicals and machinery repair parts are filled from 
inventory and are excluded from backlog. 

Common Stock Price Range, Net Earnings And Dividends Per Share 




Price Range 

Net 


Year 

Quarter 

High 

Low 

Earnings 

Dividend 

1973 

1st 

$19% 

$15% 

$.44 

$.20 


2nd 

16% 

12 

.54 

.20 


3rd 

14% 

12 

.32 

.20 


4th 

15% 

8% 

.66 

.20 

1974 

1st 

12 

9% 

.56 

.20 


2nd 

12% 

10 

.62 

.20 


3rd 

10% 

7% 

.34 

.20 


4th 

9% 

6% 

.63 

.20 


On January 31,1975, the closing price on the New York Stock Exchange 
was $10.00. 

Cash dividends have been paid annually for over sixty years except 1932 
and on a regular quarterly basis since 1958. 


NET EARNINGS (thousands of dollars) 



1970 1971 1972 1973 1974 

■ MACHINERY ■ CHEMICALS 



MAJOR PRODUCTS AS PERCENT OF TOTAL SALES 


1970 1971 1972 1973 1974 

■ TEXTILE MACHINERY ■ PLASTICS AND PACKAGING MACHINERY. 
El CHEMICALS AUTOMOTIVE AND OTHER PRODUCTS 
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Consolidated earnings and retained earnings 

Years ended December 28, 1974 and December 29, 1973 


1974 

Revenue Net sales . $126,783,000 

Royalties, commissions and other income . 1,384,000 

Total revenue . 128,167,000 


Cost and Expenses Cost of products sold . 91,334,000 

Selling, general and administrative. 23,182,000 

Depreciation and amortization . 2,184,000 

Interest . 2,184,000 

Other . 878,000 

Total costs and expenses . 119,762,000 

Earnings before taxes . 8,405,000 

United States, foreign and state income taxes (note 7) . . 3,780,000 

Net earnings. 4,625,000 


Retained Earnings Retained earnings at beginning of year. 31,973,000 

Stock issued pursuant to 1969 pooling of interests .... (50,000) 

Deduct cash dividends: 

Preferred stock $5.25 per share. 107,000 

Common stock $.80 per share . 1,682,000 

Retained earnings at end of period (note 5) . $ 34,759,000 


Per Share Net earnings per common share . $ » 2.15 


See accompanying notes to consolidated financial statements. 
CROMPTON & KNOWLES CORPORATION AND SUBSIDIARIES 
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1973 

$122,863,000 

1,590,000 

124,453,000 


88,574,000 

22,400,000 

2,272,000 

2,290,000 

703,000 

116,239,000 

8,214,000 

3,854,000 

4,360,000 

29,507,000 

197,000 
1,697,000 
$ 31,973,000 


$ 1.96 













































Consolidated balance sheets 

December 28, 1974 and December 29, 1973 


Assets 


1974 

1973 

Current Assets 

Cash. 

$ 2,764,000 

$ 2,902,000 


Notes and accounts receivable, less allowance for 
doubtful items of $882,000 (1973—$497,000) . 

19,921,000 

21,032,000 


Inventories (note 2) . 

39,732,000 

31,235,000 


Prepaid expenses . 

655,000 

686,000 


Total current assets . 

63,072,000 

55,855,000 

Investment 

Investment in non-consolidated subsidiaries 
and affiliates, at equity in net assets. 

1,479,000 

1,453,000 

Plant and 

Equipment 

Property, plant and equipment at cost, less 
accumulated depreciation and amortization (note 3) . . . 

15,787,000 

16,122,000 

Intangible and 

Other Assets 

Intangible assets at cost, less amortization (note 4) . . . 

Other assets. 

9,406,000 

829,000 

9,965,000 

921,000 


. 

$90,573,000 

$84,316,000 

Liabilities and Stockholders' Equity 



Current Liabilities 

Installments on long-term debt (note 5). 

$ 2,114,000 

$ 1,626,000 


Notes payable (note 5). 

2,816,000 

458,000 


Accounts payable and accrued expenses . 

17,306,000 

13,890,000 


United States, foreign and state income taxes (note 7) . . 

1,023,000 

1,191,000 


Total current liabilities. 

23,259,000 

17,165,000 

Non-current 

Liabilities 

Long-term debt (note 5) . 

Deferred foreign exchange adjustment (note 6). 

18,678,000 

562,000 

20,265,000 

386,000 


Deferred income taxes (note 7). 

1,097,000 

1,282,000 


Minority interest. 

625,000 

377,000 


Other . 

— 

81,000 


Total non-current liabilities. 

20,962,000 

22,391,000 

Stockholders' 

Equity 

Capital stock (notes 9 and 10): 

Cumulative preferred stock. 

2,000,000 

3,000,000 


Common stock. 

9,593,000 

9,787,000 


Retained earnings (note 5). 

34,759,000 

31,973,000 


Total stockholders' equity . 

46,352,000 

44,760,000 


Commitments and contingencies (notes 11 and 12) 

$90,573,000 

$84,316,000 


See accompanying notes to consolidated financial statements. 
CROMPTON & KNOWLES CORPORATION AND SUBSIDIARIES 
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Changes in consolidated financial position 

Years ended December 28, 1974 and December 29, 1973 


1974 

Funds Were Net earnings. $ 4,625,000 

Provided by Charges to earnings, principally depreciation and 

amortization, not requiring funds — net . 2,341,000 

Funds derived from operations. 6,966,000 

Disposition of plant and equipment, less 

accumulated depreciation . 130,000 

Sales of 4,700 shares of treasury stock. — 

Other . 120,000 

Decrease in working capital . — 

S 7,216,000 


Funds Were Redemption of 10,000 (1973—29,667) 

Used for shares of preferred stock. $ 1,000,000 

Cash dividends paid to stockholders . 1,789,000 

Reduction of long-term debt (note 5). 1,587,000 

Purchase of machinery, equipment and other 

productive facilities . 1,405,000 

Purchase of 21,500 (1973—22,400) shares of 

treasury stock . 244,000 

Increase in investments in non-consolidated 

subsidiaries and affiliates. 26,000 

Increase in non-current notes receivable . 42,000 

Increase in working capital. 1,123,000 

$ 7,216,000 


Changes in Increase (decrease) in current assets: 

Working Capital Cash. $ (138,000) 

Notes and accounts receivable. (1,111,000) 

Inventories. 8,497,000 

Prepaid expenses . (31,000) 

7,217,000 


Increase (decrease) in current liabilities: 

Installments on long-term debt. 488,000 

Notes payable. 2,358,000 

Accounts payable and accrued expenses. 3,416,000 

United States, foreign and state income taxes . (168,000) 

6,094,000 

Total increase (decrease) in working capital. $ 1,123,000 


See accompanying notes to consolidated financial statements. 
CROMPTON & KNOWLES CORPORATION AND SUBSIDIARIES 
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1973 

$ 4,360,000 

2,162,000 

6,522,000 

814,000 

72,000 

190,000 

223,000 

$ 7,821,000 


$ 2,967,000 
1,894,000 
1,371,000 

679,000 

362,000 

464,000 

84,000 


$ 7,821,000 


$ 630,000 

1,285,000 
888,000 
16,000 

2,819,000 


706,000 

(730,000) 

3,396,000 

(330,000) 

3,042,000 
$ (223,000) 


























































Notes to consolidated financial statements 

(1) Accounting Policies 
Principles of Consolidation 

The consolidated financial statements include the accounts of all subsidiaries, except two wholly-owned 
subsidiaries which, in the aggregate, are not significant. The investments in the non-consolidated subsidiaries 
and a 45% owned company are carried at the Company's equity in their net assets, and the Company's share of 
net earnings, which are not significant, are included in other income. All significant intercompany items and 
transactions have been eliminated in consolidation and net earnings have been reduced by a portion of 
earnings applicable to minority share owners. 

Translation of Foreign Currencies 

All foreign currency accounts are translated into U.S. dollars at exchange rates in effect at the end of each 
period for current assets and liabilities; at historical exchange rates for depreciation, amortization, and 
non-current assets and liabilities; and at average exchange rates during the year for income and other expense 
accounts. Exchange adjustments are normally charged or credited to operations as incurred, except when 
effected by significant currency fluctuations. In 1971, 1973 and 1974, the Company deferred portions of the 
exchange gain to offset the additional U.S. dollars which may be required to pay certain long-term debt. The 
deferred exchange gain is being amortized over the remaining term of the debt. 

Property, Plant and Equipment 

Property, plant and equipment are carried at cost except for patterns, drawings, jigs, fixtures and small tools at 
several machinery operations which are carried at 1932 appraisal values on which no depreciation is taken. 
Expenditures for replacement of these items are charged to operations as incurred. Depreciation of property, 
plant and equipment is computed generally on the straight-line method at rates which are sufficient to write off 
the cost of the assets over their estimated useful lives. Rates used are: building and building improvements, 
2% — 20%; furniture and fixtures and miscellaneous equipment, 4% — 331/3%; machinery and equipment, 
3% — 20%. Major machinery rebuilding costs are capitalized while maintenance and repairs which do not 
improve or extend the lives of the respective assets are expensed. When properties are retired or otherwise 
disposed of, the cost of the assets and the related accumulated depreciation are removed from the accounts. 
The resultant gain or loss, less salvage, is reflected in earnings. 

Inventory Valuation 

Inventories are valued at the lower of first-in, first-out cost or market. 

Amortization of Intangible Assets 

Amortization of identifiable intangible assets is computed on the straight-line method at rates which are 
sufficient to write off the cost over their estimated useful lives. Rates used for contracts, formulae, trademarks, 
etc., are 6% — 20% and for patents and patent rights, 6% — 13%. The costs of acquisitions in excess of tangible 
and identifiable intangible assets acquired which originated prior to 1971, aggregating $5,015,000, are not 
being amortized, as in the opinion of management no permanent loss in value has occurred. Such costs arising 
subsequent to 1970, aggregating $1,348,000 at December 28, 1974 and December 29, 1973, are being 
amortized by the straight-line method over a period of forty years. 

Income Taxes 

Deferred taxes are provided in the financial statements in recognition of significant timing differences, 
principally depreciation. The Company follows the deferred method of recording the investment tax credit, 
whereby its effect on net earnings is amortized over the useful lives of the related property, plant and 
equipment. The unamortized balances at December 28, 1974, $181,000 and at December 29, 1973, $241,000, 
are included in deferred Federal income taxes. No significant United States or foreign income taxes would be 
payable on the distribution of earnings of foreign subsidiaries. 

Pensions 

Pension costs are accounted for and funded in accordance with generally accepted actuarial methods 
providing for the payment of current service costs plus the amortization of past service costs over periods not 
exceeding thirty years. 

Research and Development 

Expenditures for research and development costs are charged to operations as incurred ($3,000,000 in 1974 
and $2,900,000 in 1973). 

Earnings Per Share 

The computation of earnings per common share is based on the weighted average number of shares 
outstanding each period after deducting from net earnings the preferred dividend requirements. The earnings 
per share calculation does not reflect shares reserved for stock options and stock appreciation rights, since the 
effect of such inclusion would not be material. 
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(2) Inventories 



December 28, 
1974 

December 29, 
1973 

Finished goods and manufactured parts . 

Work in process. 

Raw materials and supplies . 

. . . . $25,469,000 

. . . . 8,979,000 

$39,732,000 

$21,962,000 

3,417,000 

5,856,000 

$31,235,000 

(3) Property, Plant and Equipment 

December 28, 
1974 

December 29, 
1973 

Land. 

Building and building improvements. 

Machinery and equipment . 

Furniture and fixtures and miscellaneous equipment . . . 

Patterns, drawings, jigs, fixtures and small tools . 

Construction in progress. 

Less accumulated depreciation and amortization . 

. . . . 10,760,000 

. . . . 18,761,000 

. . . . 2,592,000 

. . . . 1,286,000 

. . . . 954,000 

35,324,000 
. . . . 19,537,000 

$ 975,000 

10,612,000 
19,176,000 
2,432,000 
1,286,000 
412,000 
34,893,000 
18,771,000 


$15,787,000 $16,122,000 


(4) Intangible Assets 

December 28, 1974 

December 29, 1973 


Asset 

Accumulated 

amortization 

Asset 

Accumulated 

amortization 

Contracts, formulae, 
trademarks, etc. 

$ 4,681,000 

$1,764,000 

$ 4,701,000 

$1,301,000 

Patents and patent rights . . . . 

890,000 

616,000 

890,000 

572,000 

Costs of acquisitions in excess 
of tangible and identifiable 
intangible assets acquired . . . 

6,363,000 

148,000 

6,363,000 

116,000 


$11,934,000 $2,528,000 $11,954,000 $1,989,000 


(5) Current and Long-Term Debt 

Long-term debt is summarized as follows: 

December 28, 

December 29, 


1974 

1973 

Notes under revolving credit agreement payable in twelve 
equal quarterly installments beginning October 31, 1974 
(!4% above prime). 

$ - 

$ 9,600,000 

Notes under credit agreement (see description below) . 

9,250,000 

— 

9.75% senior notes payable in semiannual installments of 
$133,000 from 1975 through 1991 . 

4,400,000 

4,400,000 

7% sinking fund note payable due in annual installments of 
$265,000 until 1982 . 

2,115,000 

2,380,000 

7% and 8% notes, $1,320,000 payable in ten annual 
installments of $132,000 through 1983, and $660,000 payable in 
installments of $68,000 annually commencing in 1973, 
with the final installment of $48,000 due in 1982 . 

1,849,000 

2,028,000 

7.85% notes due in installments ranging from $60,000 to $160,000 
from 1976 through 1989 . 

1,500,000 

1,500,000 

7.15% notes due in equal installments from 1973 through 1978 . . 

796,000 

995,000 

4% to 7% notes maturing through 1980 . 

882,000 

988,000 

Total long-term debt. 

20,792,000 

21,891,000 

Less current installments of long-term debt. 

2,114,000 

1,626,000 

Long-term debt, excluding current installments. 

$18,678,000 

$20,265,000 


In February, 1974, the Company borrowed $10,000,000 under a credit agreement with three banks. The 
repayment terms of the credit agreement provide for thirty-one quarterly installments of $250,000, beginning 
April 30,1974, and a final installment of $2,250,000 due on January 31,1982. The annual interest rate is 8%%. 
Funds received from the new borrowing were used to liquidate the outstanding debt of $9,600,000 under the 
revolving credit agreement, with the balance being used for working capital purposes. An additional 
$5,000,000 of credit is available through March 31, 1975 under a stand-by loan agreement. 
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The Company has available short-term lines of credit aggregating approximately $9,300,000 at December 28, 
1974. The average amount of such debt outstanding during the year was $2,100,000 with a weighted average 
interest rate of 11%. The maximum month-end balance during 1974 was $4,700,000. At December 28,1974, the 
weighted average interest rate on such obligations was 11%. 

Certain of the note agreements impose restrictions on the Company with respect to short and long-term debt 
and working capital levels. These restrictions are not expected to adversely affect the Company's operations. 
Certain of the note agreements also impose restrictions on the payment of cash dividends. Unrestricted 
retained earnings amount to $5,600,000 at December 28, 1974. 

The aggregate annual maturities of long-term debt are $2,189,000 in 1976, $2,207,000 in 1977, $2,178,000 in 
1978, $1,999,000 in 1979, with the balance payable through 1991. 


(6) Foreign Currency Translation 

Unrealized foreign currency translation gains deferred and reflected in earnings are as follows: 





1974 

1973 

Total . 



$310,000 

$420,000 

Deferred, applicable to certain long-term debt 



202,000 

217,000 

Net credited to earnings. 



108,000 

203,000 

Amortization of deferred. 



26,000 

21,000 

Total credited to earnings . 



$134,000 

$224,000 

The amount by which long-term debt translated at historical rates would increase if translated at the prevailing 
rates at December 28, 1974 and December 29, 1973 approximates $1,700,000 and $1,200,000, respectively. 

(7) United States, Foreign and State Income Taxes 




Income taxes are comprised of the following for the years ended December 28,1974 and December 29,1973: 

(a) 1974: 

Currently payable. 

United States 

Foreign 

State 

Total 

$2,851,000 

$640,000 

$474,000 

$3,965,000 

Deferred taxes. 

15,000 

(120,000) 

— 

(105,000) 

Amortization of investment credit. 

(80,000) 

— 

— 

(80,000) 


$2,786,000 

$520,000 

$474,000 

$3,780,000 

(b) 1973: 

Currently payable. 

$3,070,000 

$359,000 

$502,000 

$3,931,000 

Deferred taxes . 

(17,000) 

20,000 

— 

3,000 

Amortization of investment credit. 

(80,000) 

— 

— 

(80,000) 


$2,973,000 

$379,000 

$502,000 

$3,854,000 

The following is a reconciliation of computed 

"expected" tax expense to actual tax expense: 


1974 


1973 


Amount 

% 

Amount 

% 

Computed "expected" tax expense .... 

$4,034,000 

48.0% 

$3,943,000 

48.0% 

State (net of U.S. tax benefit) . 

Miscellaneous (none 

246,000 

2.9 

261,000 

3.2 

of which are material) . 

(500,000) 

(5.9) 

(350,000) 

(4.3) 

Actual tax expense. 

$3,780,000 

45.0% 

$3,854,000 

46.9% 


The Company's consolidated tax returns have been examined by the Internal Revenue Service through- 
December 31, 1970. The returns for 1971 and 1972 are currently under examination. The Company believes 
that adequate provision has been made for any potential additional tax assessment. 


(8) Pensions 

The Company and its subsidiaries have non-contributory pension plans covering substantially all employees. 
Total pension expense aggregated $1,383,000 in 1974 and $1,266,000 in 1973. As of January 1, 1974 and 
January 1, 1973, the actuarially computed value of vested benefits exceeded the sum of the pension fund 
assets, valued at cost, plus the balance sheet accrual for pensions by approximately $3,180,000 and 
$2,047,000, respectively. 

Amendments to certain of the Company's pension plans will be required by January 1, 1976, in order to 
comply with the newly enacted Pension Reform Act. These amendments are not expected to have a significant 
effect on future pension costs. 
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(9) Capital Stock 

There is authorized 250,000 shares of no par value preferred stock. Shares outstanding are non-voting, 
cumulative and redeemable, in whole or in part, at the option of the Company at $100 per share plus accrued 
dividends. The annual dividend rate per share of each preferred series is $5.25, which increases to $10 per 
share on January 1, 1977 for Series C. There were 20,000 shares of Series C issued and outstanding at 
December 28, 1974 and December 29, 1973. During 1974, 10,000 shares of Series B, outstanding at December 
29,1973, were redeemed. 


There is authorized 4,000,000 shares of common stock with a par 
issued and outstanding shares and additional paid-in capital during 

Issued 


value of $5 per share. The changes in the 
1974and 1973 are summarized asfollows: 

Additional 

Held in Treasury Paid-In 



Shares 

Amount 

Shares 

Amount 

Capital 

Balance December 31, 1972 . 

2,181,364 

$10,907,000 

49,657 

$ 837,000 

$8,000 

Shares purchased. 

Shares sold under stock 

— 

— 

22,400 

363,000 

— 

option plans . 

— 

— 

(4,700) 

(71,000) 

1,000 

Balance December 29, 1973 . 
Shares issued pursuant to 

2,181,364 

10,907,000 

67,357 

1,129,000 

9,000 

1969 pooling of interests . 

10,000 

50,000 

— 

— 

— 

Shares purchased . 

— 

— 

21,500 

244,000 

— 

Balance December 28, 1974 . 

2,191,364 

$10,957,000 

88,857 

$1,373,000 

$9,000 


(10) Stock Options 

Under 1966 and 1970 Qualified Stock Option Plans, expiring in 1976 and 1980, options can be granted to 
officers and certain key employees to purchase 100,000 shares of the Company's common stock under each 
plan at prices not less than 100% of the market value on the date of grant. Options are exercisable on a 
cumulative basis between two and five years from the date granted. Under amendments to the plans adopted 
as of October 31, 1972, non-qualified options and stock appreciation rights may also be granted. Both 
non-qualified options and stock appreciation rights may be exercised for a period of up to ten years. 


Changes during 1973 and 1974 in i 

shares under options are summarized as follows: 




Price Per Share 




Range 

Average 

Shares 

Outstanding at December 31, 

1972 

.$10.63—22.25 

$17.38 

52,534 

Granted . 



13.03 

59,400 

Exercised. 


. 10.63—16.88 

15.28 

(4,700) 

Lapsed . 


. — 

— 

— 

Outstanding at December 29, 

1973 

. 9.75—22.25 

15.06 

107,234 

Granted . 



8.70 

32,600 

Exercised. 


. — 

— 

— 

Lapsed . 



16.00 

(44,001) 

Outstanding at December 28, 

1974 

.$ 8.25—21.75 

12.50 

95,833 

A summary of options exercisable and available for grant is as follows: 







No. of 
Shares 



Exercisable 


Available 



No. of Price Per Share 

for 



Shares Range 

Average 

Grant 

December 29, 1973 . 


. 32,330 $15.50—22.25 

$17.78 

49,100 

December 28, 1974 . 


. 13,831 15.94—21.75 

16.95 

60,501 


(11) Commitments 

The Company and its subsidiaries occupy certain manufacturing facilities and sales offices and use certain 
equipment primarily under "financing" lease arrangements. For purposes of the following disclosure, a 
"financing" lease is one which, during the noncancelable lease period, either (i) covers 75 percent or more of 
the economic life of the property or (ii) has terms which assu re the lessor a full recovery of the fair market value 
of the property at the inception of the lease, plus a reasonable return on his investment. 

Total rental expense for 1974 and 1973 was as follows: 


Financing leases 
Other leases 


1974 

$1,676,000 

1,050,000 

$2,726,000 


1973 

$1,568,000 

1,122,000 

$2,690,000 
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At December 28, 1974, minimum rental commitments under all noncancelable leases expire as follows: 



Real 

Plant 

Year 

Property 

Machinery 

1975 

$1,355,000 

$487,000 

1976 

1,243,000 

217,000 

1977 

1,151,000 

167,000 

1978 

1,146,000 

157,000 

1979 

1,023,000 

150,000 

1980-1984 

3,579,000 

132,000 

1985-1989 

2,659,000 

— 

1990-1994 

944,000 

— 


Total 


Other 

Financing 

Leases 

Other 

Leases 

$108,000 

$1,559,000 

$391,000 

104,000 

1,343,000 

221,000 

47,000 

1,215,000 

150,000 

24,000 

1,202,000 

125,000 

24,000 

1,097,000 

100,000 

— 

3,711,000 

— 

— 

2,659,000 

— 

— 

944,000 

— 


All leases expire prior to 1994. Real estate taxes, insurance and maintenance expenses are obligations of the 
Company and are not included in the above tabulation. It is expected that in the normal course of business, 
leases that expire will be renewed or replaced by leases on other properties. 

The present value, in the aggregate and by major categories of assets, of minimum lease commitments 
applicable to "financing" leases at December 28, 1974 and December 29, 1973 were as follows: 


Interest Rates Used In 
Present Value Computation 
Weighted Average _ Range 


Asset Category 

1974 

1973 

1974 

1973 

1974 

1973 

Real Property 

6.87% 

7.06% 

4%—9% 

4%—9% 

$8,279,000 

$ 8,993,000 

Plant Machinery 

6.96% 

6.45% 

6.25%—8.75% 

5.5%—7% 

965,000 

1,038,000 


$9,244,000 $10,031,000 


The capitalization of leases would not have significantly influenced net earnings for 1974 or 1973. 

Included in the above disclosures are leases covering plants and equipment owned by Company pension 
trusts with current annual rentals of approximately $900,000 and renewal options at substantially lower 
rentals. 

(12) Contingencies 

On July 18,1974, the Company was one of nine dyestuff manufacturers indicted for alleged violations of the 
Federal antitrust laws. The indictment charged the defendants with conspiring to raise, fix, and maintain prices 
in the dyestuffs industry i n 1970 and early 1971. In October, the Cou rt accepted nolo contendere pleas tendered 
by the Company and seven of the eight other defendants, and in December the Company was fined $40,000. 

The Company has also been named as a defendant in two now consolidated and in one additional private 
antitrust suits brought against the Company and the other defendants named in the Federal antitrust suit, 
allegedly as class actions on behalf of all persons who purchased dyes from the defendants during the period 
covered by the criminal indictment. These cases, which track the allegations of the Federal proceedings, seek 
treble damages unspecified in amount. The cases are presently in the initial pre-trial discovery stage and it is 
not possible to predict their ultimate dispositions. After consultation with legal counsel and taking into account 
all factors pertaining to the above litigation, the Company believes that the overall results of this litigation and 
other potential litigation resulting from the alleged antitrust violation would not materially affect the 
Company's financial condition. 


Accountants' Report 


THE BOARD OF DIRECTORS AND STOCKHOLDERS 
CROMPTON & KNOWLES CORPORATION: 

We have examined the consolidated balance sheets of Crompton & Knowles Corporation and consoli¬ 
dated subsidiaries as of December 28,1974, and December 29,1973, and the related consolidated statements 
of earnings and retained earnings and changes in financial position for the years then ended. Our examination 
was made in accordance with generally accepted auditing standards, and accordingly included such tests of 
the accounting records and such other auditing procedures as we considered necessary in the circumstances. 

In our opinion, the aforementioned consolidated financial statements present fairly the financial position 
of Crompton & Knowles Corporation and consolidated subsidiaries at December 28,1974 and December 29, 
1973 and the results of their operations and the changes in their financial position for the years then ended, in 
conformity with generally accepted accounting principles applied on a consistent basis. 


(7 —b .— 


/ 




February 3,1975 
Newark, New Jersey 
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Financial review 

5 years ended December 28, 1974 



1974 

1973 

1972 

1971 

1970 

Operations 

Net sales. 

$126,783,000 

122,863,000 

121,686,000 

79,276,000 

77,482,000 

Costs and expenses (net, excluding 
interest) . 

$116,194,000 

112,359,000 

111,802,000 

74,123,000 

70,866,000 

Interest expense . 

$ 2,184,000 

2,290,000 

1,894,000 

1,358,000 

1,000,000 

Earnings before income taxes .... 

$ 8,405,000 

8,214,000 

7,990,000 

3,795,000 

5,616,000 

United States, foreign and 
state income taxes . 

$ 3,780,000 

3,854,000 

3,869,000 

1,543,000 

2,460,000 

Net earnings. 

$ 4,625,000 

4,360,000 

4,121,000 

2,252,000 

3,156,000 

Net earnings as a per cent 
of sales . 

3.6 

3.5 

3.4 

2.8 

4.1 

Dividends paid on common 
stock. 

$ 1,682,000 

1,697,000 

1,705,000 

1,693,000 

1,711,000 

Depreciation and amortization .... 

$ 2,184,000 

2,272,000 

2,404,000 

1,790,000 

1,739,000 

Financial Position 

Current assets . 

$ 63,072,000 

55,855,000 

53,036,000 

53,700,000 

39,073,000 

Current liabilities. 

$ 23,259,000 

17,165,000 

14,123,000 

17,213,000 

15,339,000 

Working capital. 

$ 39,813,000 

38,690,000 

38,913,000 

36,487,000 

23,734,000 

Ratio of working capital. 

2.7 

3.3 

3.8 

3.1 

2.5 

Long-term debt. 

$ 18,678,000 

20,265,000 

21,636,000 

22,552,000 

8,484,000 

Capital expenditures (excluding 
amounts acquired with businesses 
purchased and facilities sold 
and leased back from pension 
trusts) . 

$ 1,405,000 

679,000 

1,006,000 

1,767,000 

3,884,000 

Stockholders' equity . 

$ 46,352,000 

44,760,000 

45,552,000 

43,399,000 

36,885,000 

Other Statistics 

Per share of common stock: 

Net earnings. 

$ 2.15 

1.96 

1.79 

1.04 

1.48 

Dividends paid. 

$ .80 

.80 

.80 

.80 

.80 

Working capital. 

$ 18.94 

18.30 

18.25 

17.19 

11.22 

Stockholders' equity . 

$ 21.09 

19.75 

18.57 

17.68 

17.44 

Average shares outstanding. 

2,102,076 

2,120,191 

2,130,707 

2,115,724 

2,138,999 

Net earnings as a per cent 
of common stockholder's equity 
at beginning of year . 

10.8 

10.5 

10.2 

6.0 

8.8 


Analysis 

On November 1, 1971, the Corporation purchased all of the outstanding common stock of Intracolor 
Corporation. The purchase price of approximately $20,000,000 consisted of $14,000,000 in cash (financed 
through borrowings) and the balance in Preferred Stock of the Corporation. If the Corporation had owned 
Intracolor Corporation during all of 1971, the results for that year would have been as follows: Net sales — 
$109,503,000; Net earnings —$3,528,000; Net earnings per common share—$1.52. 

Interest expense increased upon the acquisition of Intracolor in November, 1971. The primary borrowing used 
to finance the acquisition bore an interest rate of Vz% in excess of the prime rate. Such borrowing was 
refinanced during 1974 at a fixed interest rate of 8%%. Higher prime lending rates in 1973 and 1974 accounted 
principally for the increased level of interest expense during those years. 

Refer to other sections of this Annual Report for further management discussion and analysis of operations. 
CROMPTON & KNOWLES CORPORATION AND SUBSIDIARIES. 
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